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KOREA KEY ECONOMIC INDICATORS 


All values in U.S. $ Million 
and represent period averages 
unless otherwise indicated 


Exchange Rate :US$1.00=580.0 Estimate+/ 
AS of Jan 12, 1980 1978 1979 % 1980* 


INCOME, PRODUCTION, EMPLOYMENT 

GNP at Current Prices 47,350 61,061 29.0 67,821 
GNP at Constant (1975) Prices 28 ,672 30 ,696 tel 31.924 
Per Capita GNP, Current Prices 1,279 1,624 27.0 1,776 
Plant & Equipment Investment, 

Current Prices 6,368 8 , 244 29.5 7,000 
Personal Income, Current Prices 36 ,588 47,199 29.0 52 , 384 
Indices: (1975=100) 

Industrial Production 191.2 213.8 a2 224.2 

Avg. Labor Productivity 131.2 151.5. 15.5 163.6 

Avg. Industrial Wage 237.8 309.1 30.0 386.4 
Labor Force (Thous. ) 13,932 14,206 2.0 14,886 
Avg. Unemployment Rate(%) i 3.8 - 4.5 


MONEY AND PRICES 

Money Supply 2/ ; 5,607 6 , 766 é 6,493 
Interest Rates (Commercial Banks) 17.0 18.5 24.5 
Indices: (1975=100) 

Wholesale Price 136.5 162.1 : 210.7 
Consumer Price, all cities 145.3 171.9 , 214.9 


Balance of Payments and Trade 
Gold & For. Exch. Reserves 2/ 4,937 5,708 6,200 


External Debt 2/ 3/ 11,012 13,647 ‘ 16,977 
Annual Debt Service 3/ 2,111 2,700 3,350 
Annual Debt Service Ratio(%) 3/ 12.3 13.9 14.6 
Balance of Payments 4/ 1,081 -1,753 -2,200 
Balance of Trade (FOB) -1,781 -4 ,565 -5,500 
Exports, FOB 5/ 12,711 15,056 ; 17,000 

U.S. Share 4,058 4,374 ; 5,000 
Imports, CIF 5/ 14,972 20 ,339 ‘ 23 ,800 

U.S. Share 3,043 4,603 ; 5,300 


Major Imports from U.S. in 1979: (In millions of Dollars, CIF) 
Grain ($684.7); non-electrical machinery ($515.2); cotton($447.8); 
transport equipment ($363.6); electrical equipment and machinery 
($391.9); and chemicals ($307.9). 


Footnotes: 1/ EPB & Embassy estimates. Because of devaluation Jan 12, 
1980, US dollar prices for 1980 rates of change will be 
distorted from previous year. 

Data are for end of period. 

Embassy estimates. Includes payments on all debt (of one 
year and more maturity) as % of total exports of goods and 
services. 4/ Basic balance. 5/ Customs Clearance basis. 


Sources: Bank of Korea, Economic Planning Board, and 
Ministry of Finance. 





SUMMARY 


As a result of rapid monetary growth in recent years, followed by 
higher import costs in the wake of the more than doubling of 

crude petroleum prices in 1979, the Korean economy remains subject 
to high inflation during a period of relativelyslow economic growth. 
Its balance of payments will be subjected to large trade, current 
account and basic balance deficits but adequate financing is 
foreseen. U.S. exports to Korea grew rapidly in 1979 but are 
expected to moderate in 1980. For those taking the longer term 
view, however, the Korean market remains one of the more promising 
in East Asia for the 1980's. END SUMMARY. 


I. ECONOMIC SITUATION AND TRENDS 


From Inflationary Boom to Stagflation 


For the period from 1976 through 1978 the Republic of Korea 
experienced very high real economic growth: 15.1 percent in 1976; 
10.3 percent in 1977 and 11.6 percent in 1978. All sectors of the 
economy shared in the expansion with industrial production, exports, 
investment and real wages reaching consecutively new highs each year. 
The latter especially demonstrated strong gains; up 17.5 percent in 
1976, 19.9 percent in 1977 and 17.1 percent in 1978. As a result, 
the distribution of national income shifted strongly in favor of 
wages and salaries from 38.4 percent of national income in 1975 to 
46.1 percent in 1978, while property income slightly increased its 
share from 12.7 percent to 14.0 percent. The decline in distributive 
shares took place in income of unincorporated enterprises, including 
agriculture, from 40.8 percent to 31.6 percent, although absolute 
gains in this sector remained high. 


The rapid increase in income, further fueled by large increases in 
the money supply during 1976 and 1977 (by the third quarter of 1977 
the basic money supply M-1 was expanding at an annual rate of 50.7 
percent), led to an explosion of demand pressures in 1978. Real 
private consumption expenditures, which increased by 6.5 percent in 
1977, and show a long term average annual growth of around 7 percent, 
jumped 10.3 percent during 1978. Domestic supply, however, was 
constrained by export promotion, while imports were inhibited by 
restrictions. As a result, spot shortages of items appeared and pres- 
sure was put on prices, many of which were artificially held down 
by government controls. 


With mounting pressures on prices and resources, the government 
announced a Stabilization Program early in 1979 to cool the economy 

(See FET dated March 30, 1979 for details). The monetary authorities 
had already sharply cut back on monetary growth during 1978, and 
further tightening was undertaken in 1979. Real GNP growth remained 
strong in the first quarter of the year, up 13 percent from the first 
quarter of the previous year (22.9 percent at a seasonally adjusted 
annual rate); but the effects of the stabilization program and tight 
money become ever stronger as the year progressed. Real GNP rose 
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9.5 percent in the second quarter, 4.8 in the third and 3.8 percent 
in the fourth (5 percent, minus 4.3 percent and minus 7.9 percent 
respectively at seasonally adjusted annual rates). Industrial pro- 
duction, which rose by 22.9 percent in 1978, fell to an 11.9 percent 
growth rate in 1979. On the other hand, inventories increased by 
29.9 percent during the year compared to a 1.3 percent drop the 
previous year. The growth in private consumption fell to a 7.9 
percent increase rate with principal expenditures shifting to food, 
energy and health care as a result of inflation while the growth in the 
retail trade index fell to 10 percent from the 23.4 percent rate the 
previous year. Exports recorded a modest 18.4 percent nominal 
growth (negative 1.6 percent real growth) because of increased 
competitive pressures, a slowdown in world trade and further pro- 
tectionist measures in industrial countries (see below). 


Although the government's policies have certainly succeeded in 
cooling the economy, the battle against inflation remains to be won. 
From the 16.4 percent increase in consumer prices registered 

in 1978 (measured on a December to December basis), consumer prices 
in 1979 rose 21.2 percent. In contrast to the previous year, however, 
when food costs led the rise,other items such as fuel, electricity, 
housing, clothing and durable goods were the principal culprits in 
the advance in consumer prices. Much of this was due to the increased 
cost of imported raw materials, especially petroleum and petroleum 
related items, rather than domestic demand pressures. In fact, a 
study relating to wholesale price increase, which rose 23.8 percent 

in 1979 compared to 12.2 percent the previous year, shows that 64 
percent of the increase was the result of higher import costs. 


1980 is expected to be a year of minimal economic growth for the 
Republic of Korea combined with a continuation of high prices. Real 
economic growth is not expected to increase more than 3-4 percent 

as sharp cutbacks in consumption and investment and only a small 
increase in real exports are probable given an expected slowdown in 
world markets, primarily the U.S., this year. Both monetary and 
fiscal policy are to remain restrictive. Real investment should be 
negative (a minus five percent is officially forecast) as excessive 
inventories are drawn down and little new expenditures in plant and 
equipment will be made as a result of continued tight monetary policy. 
Recent surveys show even in current price terms private investment 
outlays in 1980 will be up only 1 to 2 percent. Public investments 
in infrastructure and electric power will boost overall investment 
expenditures. According to one survey, production and sales in the 
first quarter are expected to increase by 3 percent and 2 percent 
respectively but to pick up somewhat during the second quarter as 
export demand begins to recover. The best outlook at present is 

for shipbuilding, where orders for 50 new ships were received in 
1979, and iron and steel where demand is on the upswing. 


The official forecast is for wholesale prices to rise by 27-28 
percent and consumer prices by 22-23 percent. These projections 
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are clearly optimistic with consumer prices already up by 7.9 percent 
and wholesale prices by 17.6 percent for the first two months of the 
year. Factors contributing to a large price rise in 1980 include 
continuing flow through the economy of the more than doubling of 
energy prices over the past year, higher world commodity prices, an 
inflation of import prices in local currency terms as a result of 
devaluation and increased production costs. In addition, pro- 
ductivity is expected to suffer as a result of the decline in 
capacity utilization and underemployment of the labor force. 
Unemployment is expected to rise to around 5 percent in 1980 from 
the 3.8 percent rate in 1979. As a result of government's decision 
to adjust rapidly to oil prices hikes in January, prices are expected 
to moderate substantially in the second half as the cost push factors 
work themselves through the economy. The full effects of the 
stabilization program should begin to bear fruit by early next year. 
Present expectations are for a return to more normal economic growth 
patterns by mid 1941 unless the international SPamARE system is 
subjected to new shocks. 


Measures to Improve Balance of Payments 


In 1977 Korea's balance of payments on current account practically 
was in equilibrium ($12 million surplus recorded) but the $1,325 
million Basic Balance surplus contributed to the rapid monetary 
growth of that year. Since then, partly as a result of conscious 
government policy and partly due to deterioration in the commodity 
terms of trade, especially ever increasing petroleum costs, the 
balance of payments has swung sharply into deficit. In 1979 a 


record $4.6 billion trade deficit was recorded and the services 
account returned into deficit. Consequently, Korea experienced its 
largest ever current account deficit of $4,239 million (transfers 
remained comfortably in surplus). This deficit was financed by 
public loans of one billion dollars, $1.5 billion in commercial 
loans, and $1.9 billion in banking inflows. 


This year continuing large amounts of red ink are expected in the 
Balance of Payments. Original official estimates were for a trade 
deficit of $5.5 billion. Trade estimates for 1980 are, however, 
extremely tenuous at best because of conditions in world markets as 

a result of oil related variables and expected slowdowns in industrial 
economies. For the first two months exports reached $2,314, a 25 
percent jump over the first two months of 1979 and far above original 
expectations. The largest gains were in, iron and steel products, 
ships, and other heavy industrial items ‘which were probably little 
affected by the January 12 devaluation. Results of the latter 

should become more evident in the coming months which should confirm, 
in fact, whether an export uptrend is in the offing. One encouraging 
sign is the upsurge in letters of credit arrivals in February (25 
percent) while import licenses issued increased at a much slower 
pace. Best estimates are for exports in the range of $17 to $17.5 
billion with imports around $22.5 to $23 billion. 





Atthough original government forecasts were for a $300 million 
surplus on services, this estimate may be too high due to higher 
interest costs and continued slow overseas construction receipts. 
It now appears that the Current Account deficit will be around $4.9 
to $5 billion. To finance the deficit the government is seeking to 
induce about $2.5 billion in long term capital, somewhat over one 
billion dollars in short term funds, and $1.2 billion in banking 
inflows. If petroleum price hikes can be held down during the year, 
the deficit should be reduced further by about one billion dollars 
in 1981 with a gradual closing of the gap during the first half of 
the 1980's. 


The Korean government has undertaken several adjustment policies to 
improve its balance of payments. By far the most dramatic was the 
won devaluation of nearly 20 percent on January 12, 1980 followed by 
pegging the local currency from the dollar to the SDR and a basket of 
trade weighted currencies in late February. Although Korea's imports 
are relatively price inelastic (-0.3941), its exports are more 
responsive to relative changes in prices eompared to world prices. 


This expenditure switching policy to stimulate exports while slowing 
down the rapid import growth of recent years was initially expected 
to reduce an even larger calculated 1980 deficit by $600 million. 

As noted above, signs of the working of this policy were evident 
already in February and the effects may be better than originally 
anticipated. It will be necessary, however, to ensure over time that 
the inflationary effects and increased production costs resulting 
from the January measures do not erode the advantages derived from 
the devaluation. In addition to higher raw material costs, producers' 
margins are being pressed by high interest charges and increased 
debt service payments in local currency terms. 


Greater official scrutiny over imports is to be anticipated in the 
period ahead. The government has stated that major emphasis will be 
put on "import management policies" to curb the import of non- 
essential goods and ensuring a stable supply of raw materials. The 
import surveillance system is also to be reinforced. 


The government's stabilization program is also expected to assist 
the balance of payments by allowing the income adjustment mechanism 
to reduce import growth. The very high marginal propensity to 
import (0.557) with respect to final expenditure or demand makes 
this an effective policy tool. Restrictive fiscal and monetary 
policies have weakened demand pressures --so evident in 1978 -- 
considerably, taking pressure off import growth. The slowdown in 
investment will also be an important contributor to the reduction 
of imports in 1980. These expenditure reducing policies, therefore, 
should not only assist the country in reducing inflationary pressures, 
but assist the balance of payments by slowing imports in the short 
run and improving the country's competitive position in the longer 
run. 





U.S. Increases Its Market Share 


Despite the problems of the Korean economy, both the U.S. market 

share and its trade performance with Korea strongly improved in the 
past year. U.S. exports to Korea jumped 51.3 percent to $4.6 billion 
(CIF) while its share of the Korean market improved from 20.3 percent 
to 22.6 percent. Most of these gains came at the expense of Japanese 
exporters who saw their share of the Korean market drop from 40 to 
32.7 percent despite an 11.3 percent gain in exports to $6,656 million 
(CIF). Other increases were especially large for such oil exporters 
as Kuwait, Indonesia and Iran. 


Growth in U.S. exports were divided into several categories. 

Especially large gains were recorded in growth of coal exports (up 

163 percent), synthetic rubber (up 360 percent), chemicals and 
chemical products (105 percent), and transport equipment (109 percent), 
although, except for the latter two categories the growth was from 
very small bases. More important were significant increases of U.S. 
exports of electrical machinery and equipment (up 29 percent), non 
electrical machinery (up 40 percent), and iron and steel products 

(up 43.4 percent), all of which had been dominated in the past by 
Japanese producers. The United States maintained its dominant position 
in grain (89 percent of total) and cotton (97 percent of total) 
exports to Korea as well as scrap iron (80.7 percent) and raw hides 
and leather (47.5 percent). 


Similarly to imports, the direction of trade for Korea's exports 
showed some variation from the past. The United States remained the 
principal market for Korean exports, but its share fell from 31.9 
percent of the total to 29.1 percent. On the other hand, some 
progress was made in improving the country's exports to Japan which 
rose by 27.6 percent to $3,353 million. A similar export gain with 
the Federal Republic of Germany allowed the latter to displace Saudi 
Arabia as Korea's third largest export market. While Korean exports 
to Iran rose by 12.9 percent, exports to Saudi Arabia fell by 1.8 
percent and Kuwait by 5.2 percent, representing a reversal of previous 
export expansion in this area. In fact, most of the country's export 
growth in 1979 was concentrated in industrial countries with the 
exception of the United States, where it expanded a below average 

7.8 percent and probably declined in actual volume. The largest 

gains in exports to the U.S. market were in rubber tires (up 59 
percent) and electronic components (up 26.2 percent). Actual declines, 
even in value terms, were registered in textiles, footwear, plywood, 
luggage, ships and sound recorders to the United States. 


Textiles continued to remain the country's principal export at 27.9 
percent of the total, but down considerably from the 30 percent plus 
recorded in earlier years (in 1978 this category fell below the 30 
percent mark to 29 percent). While textiles thus continued its 
downward trend as an export item, electrical products maintained its 
upward growth with a 34.7 percent gain in 1979 to 10.9 percent of 
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total exports. Even more impressive was the 63 percent gain in iron 
and steel products which solidified its position as the third most 
important export item at 10.1 percent of total exports. As a result 
of a loss in competitive position, as well as increasing overseas 
restrictions, footwear remained in fifth position with a minimal 5.4 
percent growth rate. Fish and fish products moved into number four. 
On a worldwide basis actual declines were recorded in exports 

of such items as luggage (down 7.5 percent), cement (down 19.9 
percent) and paper and paperboard (down 14.2 percent). The latter 
two, however, were due principally to export restrictions because of 
domestic supply shortages. 


Although it is early to make any definite forecasts on either -the 
composition or direction of Korea's trade in 1980, certain trends 

are evident. U.S. suppliers will have to struggle harder to increase 
their market share and another 50 percent growth in exports to Korea 
is highly improbable. Crude oil, at $3.1 billion, accounted for 

15.2 percent of the $20.3 billion import bill in 1979; in 1980 the 
minimum expectation is for crude costs to rise to $6 billion or 26 
percent of the estimated $23 billion in imports putting pressure on 
financing other import items. The sharp slowdown in investment 
outlays will also reduce capital equipment imports into the country. 
Preliminary estimates are for US exports to increase about 18 percent 
to $5.4 billion (CIF) while Korean exports to the United States may 
grow 9 percent to $4.8 billion (FOB). As a result of its growing 
deficit, the ROK will be especially sensitive to further restrictions 
on its exports. Korea will also seek to reverse the downtrend in 
exports to oil producing countries in order to pay for its ballooning 
oil bill. Increased efforts will be made to develop new markets in 
Africa and Latin America to provide for further export expansion. 

As the country's comparative advantage in many light industrial goods 
as footwear, cotton fabrics, textile fibers, etc. continues to 
decline, increased emphasis will be placed on newer products,such as 
chemicals, shipbuilding, certain electronic items as well as garments, 
plywood and cement where the country's competitive position has not 
been severely eroded. 


Three Problem Areas 


At the present time Korea suffers from three principal problems 

affecting its economy: energy, inflation, and industrial transfor- 
mation - including a loss in its competitive position in certain 

industries. All have been touched upon above and are noted here to 
re-emphasize that they are not transitory, but problems which must 
be resolved for the better health and future of the economy. The 
ROKG recognizes these problems and is actively seeking their resolution. 


The cost and availability of petroleum is one of the crucial variables 
in the Korean economy in 1980. In 1979 petroleum accounted for 59.3 
percent of energy consumption. The country imported 186 million 
barrels during the year at ever escalating prices. During the first 
quarter the price per barrel averaged $13.57; by the fourth quarter 
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the average price had risen to $22.15 and stands close to $27 or 
$28 a barrel in the first quarter of 1980. Korea's oil bill, which 
was $1.3 billion in 1975 rose to over $3 billion in 1979 and will 
surpass the $6 billion mark in 1980 if the estimated 200 million 
barrels needed can be obtained. This latter point is becoming a 
critical factor as several refineries have been forced to turn to 
the spot market to meet their needs. Some supply contracts are 
scheduled to be terminated in the Spring, and there is no definite 
assurance that government to government contracts will be made to 
meet the shortfall, estimated at up to 180,000 bbl/d by early Summer. 
This would mean increased spot purchases at high prices and shortages. 


High prices for energy (the government has raised petroleum product 
prices by 60 percent twice since July 1979) and conservation 
efforts have helped reduce the growth in demand, previously rising 
at a nearly 12 percent average per annum. Work is underway to 
modify or convert combustion facilities at thermal power plants to 
coal or combined bunker-C and liquified natural gas. The growth 
of coal combustion facilities is expected to increase over the next 
decade with coal accounting for 33 percent of energy supply by 1991 
compared to the present 29 percent. The role of petroleum is 
expected to fall to 51 percent by that year while nuclear power 
increases from 1.6 percent to 12.8 percent. Although Korea's 
dependence on petroleum for its energy needs will decline during 
the decade of the 1980's, this will necessarily be a gradual process. 


Inflation in not new to Korea. During the period of industrial 
transformation 1962 through 1978, wholesale prices have risen on an 
annual average basis of 14 percent, consumer prices 14.2 percent, 
and the GNP deflator by 18.1 percent. Although many variables have 
been responsible for periodic leaps in the inflation rate, studies 
demonstrate that the major force behind this inflationary trend has 
been excessive liquidity. Since 1970 the basic money supply (M-1) 
has increased at an annual average rate of 30.8 percent and M-2 at 
36.1 percent. According to one statistical analysis "about 79 
percent of the increase in the rate of inflation can be explained 
by the portion of monetary expansion exceeding the growth rate of 
non-agricultural GNP and the change in the turnover rate of demand 
deposits." While the two large jumps in the inflation rate of 
1974-75 and 1979-80 are the result of external factors, principally 
energy costs, this basic inflationary thrust of the economy is the 
principal background for the stabilization policy, and its emphasis 
on reducing aggregate monetary growth to below 20 percent. The 
economic decision makers are concerned that unless they hold to 
this policy, endemic inflation cannot be squeezed out of the economy. 


Finally, some brief mention should be made of Korea's eroding 
comparative advantage in many product lines, especially in light 
labor intensive industries. The cost burden for many industries 
was sharply increased by the devaluation and higher petroleum 
product prices, especially petrochemicals, synthetic fibers, 
fertilizer and cement. Underlying inflationary pressures, low 
technology and growing competition from other areas such as 
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Southeast Asia have, during the past several years, placed severe 
pressure on traditional exports such as cotton fabrics, textile 
fibers, glass products, footwear. This trend has been closely 
followed and is the background for the emphasis on shifting production 
to heavy and chemical industrial items. Neverthless, this phase 

of industrialization requires both technological advancement and 
longer gestation periods before fruition. Special efforts are being 
undertaken to induce more advanced technology with increased 
liberalization of foreign investment. For the future Korean export 
growth lies in the areas of machinery, electrical equipment, elec- 
tronics, industrial construction and engineering and possibly 
automobiles and shipbuilding. In the meantime it will be upgrading 
traditional product lines and seeking new markets for them. 


II. IMPLICATIONS FOR THE UNITED STATES. 


The downward shifting of gears in Korea's still powerful economic 
machine obviously has important implications for many U.S. suppliers 
of goods and services. During this period of consolidation, pro- 
bably through 1980 and into 1981, the government is likely to 
restrict temporarily the import of some products, especially 
consumer goods and other nonessentials. A wide variety of goods 

and technology will nevertheless be required even in the short run. 
Over the longer term, Korea seems destined to become one of the 
world's more important industrial powers, and an increasingly 
important trading partner of the United States. There will, however, 
be growing competition in the Korean marketplace. 


During the next year or so, dictated by both economic and political 
considerations, it is likely that the government's selective "import 
management" policy will prevail. American companies would thus be 
well advised to use this period in preparation for the future, by 
familiarizing themselves with local trends and development plans, 

by developing local contacts, and especially by getting themselves 
established in Korea. A constant complaint by many Korean importers 
and end-users is that they have very little knowledge about the vast 
majority of American manufacturers and suppliers, nor about the 
availability and reliability of their products. There is thus a 
tendency for them to stick to their traditional suppliers, often 
Japanese, which are much better known to them, even though American 
products may be price competitive. 


There are many aspects of the Korean economy that will remain constant, 
even in the short run, pointing to potential sales opportunities. 
Korean manufacturers will continue to seek ways to increase their 
productivity and to upgrade the quality of their products, especially 
their export competitiveness. Also, many Korean companies will 
continue to be heavily influenced in their buying choices by assurances 
of long-term reliability of supply and of after-sales servicing. 
Companies prepared to make such commitments will have an important 
advantage. Another element that remains in force is the Korean 
government's policy to encourage diversification of imports away 

from Japan, because of its still unfavorable trade balance with that 
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country. The U.S. Embassy in Seoul -- and other western Embassies 
as well -- continues to receive a growing number of business 
inquiries and business visitors from companies seeking new sources 
of supply, many of whom pointedly refer to their government's import 
diversification policy. For theshort-run, at least, import 
permissibility of many products will be dependent in part on the 
intended end-use of the product. Korea is facing a growing un- 
employment problem, with both economic and political implications. 
It is rather unlikely that importation of, say, a computer would be 
permitted if its principal purpose is to replace a number of clerical 
workers, whereas approval might well be given if its intended 
purpose is for research and development, for improving manufacturing 
efficiency, or for defense production. 


Subject to such conditions, it appears that some of the best sales 
opportunities for American products, especially longer-run 
opportunities, would include such categories as metalworking and 
finishing equipment; materials handling equipment; power generation, 
transmission and distribution equipment; construction and mining 
equipment; process control instrumentation; communications equipment ; 
scientific and laboratory instruments; computers and peripheral 
equipment; medical equipment and systems; electronic production 
and test equipment and electronic components; and textile and apparel 
machinery. Also, Korea will continue to be a major market for many 
U.S. agricultural commodities, and there will be a continued demand 
for such industrial bulk commodities as coal, chemicals, scrap metals, 
and logs. Here again, reliability of supply is important, as well as 
reasonably competitive prices and financing terms. Recent studies 
have shown that some examples of commodities for which the U.S. can 
be very competitive include organic chemicals, tanning and dyeing 
extracts, synthetic. resins and many plastics. 


Many of these opportunities will likely lie in tine context of major 
projects being developed or planned, including infrastructure, and 
public works and utilities, requiring both products and services. 

In some cases sales might be direct, in others through subcontracting 
with primary suppliers. Thus, large port expansion projects are 
being developed for both Pusan and Inchon, to be followed by port 
construction at Asan Bay to accommodate a planned new integrated 
steel mill. A major electronic switching system project awarded to 
an American company last year will result in the sales of billions 

of dollars in telecommunications equipment over a period of several 
years. There will also be a growing need for products related to 
power plants, especially nuclear power, but with increasing interest 
in solar power. Despite oil shortages, there are plans for continued 
refinery and petrochemical plant expansion. The transportation 
sector offers other opportunities, such as signaling equipment for 
subway construction in Seoul, and: perhaps later in Pusan. Further 
information on such major projects is available either at the U.S. 
Embassy in Seoul or in the Major Projects Division of the Department 
of Commerce. 


Korea thus remains an increasingly important potential market for 
U.S. exports. Selling in Korea will require effort and salesmanship. 
Such effort, however, offers the prospect of substantial long-run 
dividends. 
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